CABINET 19 JULY 2007
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REVENUE MONITORING
2006/07 OUTTURN AND 2007/08 BUDGET
(Report by the Head of Financial Services)

INTRODUCTION

The 2006/07 accounts have now been approved by the Corporate
Governance Panel so that they can be audited. This report compares the
outturn with the original budget and the forecast outturn and explains the
changes that emerged.

It then considers the implications of the outturn, together with any other
variations that have been identified at this early stage in the current year.

The final section updates Cabinet on the progress made on the actions
being taken to increase the robustness of budget monitoring proposed
last year.

GENERAL FUND OUTTURN 2006/07

The original budget was based on a deficit of £1.527m (i.e. the sum that
would need to be taken from revenue reserves to balance the budget).
The forecast reported to Cabinet in April (based on the end of March)
anticipated the deficit would become a surplus of £0.692m but at outturn
this surplus increased to £1.164m which will be added to reserves,
£0.426m to the Delayed Projects Reserve and £0.738 to the General
Reserve.

The following table shows how the forecast outturn changed during the
second half of the year:

Forecast

. Deficit(-) or

Basis Reported Surplu(s) (+)

£000

Approved Budget -1,5627
End of September | Cabinet October -1,095
MTP/Budget Report November -1,028
End December Cabinet January -1,173
End January Officer monitoring (mid-February) -158
End February Officer monitoring (mid-March) +228
End March Officer monitoring (mid-April) +543
Early April Cabinet April +692
OUTTURN +1,164

2.3 The variations between the April Cabinet report and the Outturn

amounted to £472k this year compared with £ 1,220k last year, which is
a considerable improvement on forecasting accuracy.




2.4 The changes between the Approved Budget and
summarised in the table below which also highlights
emerged after the April Cabinet report:

the Outturn are
the changes that

Expenditure| Income | Recharge Net
to capital | Expenditure
£000 £000 £000 £000
Original Budget 59,421 | -40,334 -782 18,305
Less reimbursed expenditure 23,788 | -23,788 0
Delayed Projects brought forward from 2005/06 139 139
Supplementary estimates
Adjusted Total 35,772 | -16,546 -782 18,444
Variations reported to April Cabinet -1,138 -834 -386 -2,358
Post April Cabinet Report
Public conveniences cleaning and repairs -35
Commuqity safety — additional Police 12
contribution
Car park extra income and delayed survey -25 -10
Development control increased income -20
Leisurg Centrgs increased contribution from 56
Cambridgeshire CC
Leisure Centres additional income from
increased attendances since January 07 -100
Saving on Mobile Home Park reinstatement -22
Housing benefits additional grant -60
Refund of NNDR met by the NNDR Pool 140
which was not budgeted for
Printing Services additional income -43
Insurance claim — advised by Auditors to 177
charge to 2006/7
Investment income recharged to the S106
holding account offset by additional -100 100
recharge to non- revenue accounts
Additional recharge to non-revenue 25
accounts
Other variations -101
-271 -201 -472
Total variations -1,409 -1,035 -386 -2,830
-3.9% -6.3%
Net spending 15,614
FUNDING
Government Support -10,891
Collection Fund adjustment 74
Council Tax -5,961
Surplus taken to reserves
Delayed Projects 426
General Reserve 738

-15,614
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Last year’s report explained the elements of the budget used for budget
monitoring. These were:

. The various Management Units and Overhead accounts where
most office based staff and their related costs are first charged to
before they have to be allocated to particular services. e.g. costs of
running Pathfinder House, the salary costs of the planning division.

. The element of these costs that is recharged outside the Revenue
Account — mainly to capital schemes.

o The direct expenditure and income relating to services. e.g.
payments for concessionary fares, income for land charges.

Annex A shows the outturn results at these various levels.

Once all the various recharges that are required by the Accounting rules
are carried out the financial results at service level emerge. These are
shown at Annex B together with comments covering the main variations.

All variations will be discussed by Directors with their Heads of Service in
order to further clarify any impact in the current year.

REVENUE MONITORING 2007/08

Various practical issues limit the amount of budget monitoring that can
take place in April and May. These include:

e the fact that the accountancy section have to work to tight
deadlines to have the final accounts completed so the
Corporate Governance Panel can approve them for audit by the
end of June.

e The various adjustments between financial years so that, for
example, goods received by 31 March are charged to the old
year even though they will be paid for in the new year, make it
difficult to interpret true spending for the current year until all
these old items have been paid.

e The difficulty of making assumptions from a short period of
evidence.

This first budget monitoring report for 2007/08 is, therefore, more of an
introduction and sets the scene for the coming year by highlighting some
of the elements that will be examined in coming weeks because they
may have a significant impact.

The table below is the first element of this process and highlights the
adjustment for Delayed Projects brought forward, the adjustment to
exclude the reimbursed items and the few minor variations identified.



Less reimbursed expenditure (housing benefits)] -26,853 | 26,853

Forecast Variations

Expenditure| Income | Recharge Net

£000 £000 £000 £000
Original Budget 64,110 | -43,611 -965 19,534
Delayed Projects brought forward from 2006/07 564 564

Adjusted Total 37,821 | -16,758 -965 20,098

3.4

3.5

3.6

3.7

to capital | Expenditure

Additional housing benefits grant -60 -60
Total variations -60 -60
-0.4%

Forecast net spending 37,821 | -16,818 -965 20,038
FUNDING

Government Support -11,649

Collection Fund adjustment -7

Council Tax -6,313

General Reserve -1,505

Delayed Projects Reserve -564

TOTAL 20,038

Outturn reports were distributed to Heads of Service and Directors in
June and discussion of the results will lead to discussion of any areas
where variations are likely to emerge again this year. Reference was
also made at the last Cabinet meeting to the Workshop being held on the
creation of 5 year plans. The first stage of this work will be completed by
the end of July and this will also consider any significant differences
between the 2006/07 outturn and the current year’s budget.

Interest earnings will need to be reviewed in the light of the capital
deferrals from 2006/07 and the possibility of rates exceeding the
assumptions included in the budget.

The Council should be receiving another LABGI grant later in the year
but the amount may not be known until January 2008.

The budget includes various contingencies that either allow the funding
of unexpected costs or require savings to be achieved. The following
table lists these:



. : Amount
Contingencies Revenue | Capital Comment
£000 £000

General 140 To cover unexpected events

Turnover and -414 Saving on employee costs arising

increments for from vacancies and staff being

performance replaced at lower points on
grades.

Recharges to -153 The capital programme assumes

Capital that an additional £153k
employee costs will be recharged
to capital. £44k has already been
identified

Capital deferral to 1,000 | The capital programme assumes

2008/09 that there will be deferral of £1m
to 2008/09.

Savings -136 General level of other savings
assumed in the budget but not yet
identified

Costs of the Call -123 Costs of the Call Centre not yet

Centre agreed as savings in service
budgets

3.8

3.9

4.1

4.2

4.3

5.1

Any variations that emerge during the current year will first have to be
set against any relevant contingency item before a net variation can
emerge. Reports will therefore need to show progress on achieving
these items.

Annex C reports on debts written off in the last period — previously a
separate report on the Cabinet agenda.

MONITORING PROCESS

Last year’s report identified some proposed actions to improve the
standard of budgetary control in the light of the large variation between
the April 2006 Cabinet report and the 2005/06 outturn and the
expectation that the Council will in future years need to have more
rigorous monitoring as reserves reduce.

Annex D shows the items together with comments on what has been
achieved to date.

There is however still a cultural issue whereby service managers have a
reluctance to predict that under or over spending is likely

CONCLUSION

The Council has been successful in not needing to use its reserves to

fund last year’s revenue spending. Indeed it has been possible to add to
reserves giving increased flexibility for the future.
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6.1

This was possible due to a combination of additional income, good
management, efficiency improvements and an element of good fortune.

All budgets that were not fully utilised will be discussed between Heads
of Service and Directors to identify any areas where budgets could be
permanently reduced and/or transferred to higher priorities.

Significant effort has gone into improving the timeliness and accuracy of
the monitoring process and there have been definite improvements on
last year. However there is still a need to build on this with even more
realistic judgements earlieeer in the year so that more of the impact can
be built into the Councils financial planning process.

Other than the delayed projects being brought forward which will be
funded from the reserve set up for this purpose, no major items have
emerged in the current year. It should be noted that there are now
additional contingency items in the budget that will have to be covered
before a net spending variation emerges. Future reports will set
emerging items against the relevant contingency.

RECOMMENDATION
The Cabinet is requested to:

o note the variations summarised in this report relating to
2006/07

o note the comments relating to 2006/07

o note the action that has been taken and is planned to
enhance the budget monitoring process.

BACKGROUND INFORMATION

1
2

2006/07 Budget File
2006/07 Closedown Files

Contact Officers:
Steve Couper, Head of Financial Services, @ (01480) 388103
1Eleanor Smith, Accountancy Manager, @ (01480) 388157
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ANNEX C

AMOUNTS COLLECTED AND DEBTS WRITTEN OFF

April to 15 June 2007
Amounts written off
Collected up to over
£ak £4K TOTAL

Type of Debt £000 £000 £000 £000
Council Tax 19,711 11.0 0.0 11.0
NNDR 15,364 12.2 0.0 12.2
Sundry Debtors 1,271 6.3 0.0 6.3
Excess Charges 31 1.7 0.0 1.7

Collected
The total amount of payments received, less customer refunds and transfers
to other debts.

Amounts written off
Whilst these amounts have been written-off in this financial year, much of the
original debt would have been raised in previous financial years.

Authority to write off debts

The Head of Revenue Services is authorised to write-off debts of up to £4,000,
or more after consultation with the Executive Councillor for Finance, if she is
satisfied that the debts are irrecoverable or cannot be recovered without
incurring disproportionate costs. The Head of Financial Services deputises in
her absence.



ANNEX D

ACTIONS PROPOSED TO IMPROVE FINANCIAL MONITORING

1 COMT have stressed to Chief Officers and Heads of Service their
accountability for financial management as stated in the Code of Financial
Management. Pre June 2006

2 Directors will have regular review meetings with each of their Heads of Service
to discuss the potential for under and over spending on both revenue and
capital spending. These meetings will be at least quarterly, more frequently for
more complex services (e.g. leisure, operations, IMD), and will also be
attended by a senior financial manager. November 2006

3 Accountancy will introduce more robust systems to keep detailed track on:

recharges from revenue to capital. System in place January 2007
forecast interest earnings. Commenced July 2006

achievement of turnover assumptions. Planned for September 2007
aggregate variations (i.e. items that are not significant on individual
budgets that may aggregate to a significant item when considered over
the whole Council. Commenced November 2006

4 Accountancy will also introduce the following items already planned as part of
the Use of Resources response:

o Arisk assessment to ensure all significant items are adequately
covered. Further refinement ongoing.

e Bringing forward, later this year, the production of monitoring
statements to within ten working days of the end of the month.
Commenced August 2006

¢ Introducing new reports for COMT and developing reporting to Cabinet
members. New reports for COMT commenced November 2006.
Format for Executive Councillor reports to be discussed with
Executive Councillor for Finance during July.



